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Pace Student
Vol. V New York, December, 1919 No. 1
A CHRISTMAS MESSAGE
CHRISTMAS-TIDE in this year of our Lord nine­
teen hundred and nineteen brings to reflective 
Americans everywhere two messages. Genera­
tions-old is the first message, yet ever new, ever 
beautiful, ever inspiring—the message of univer­
sal good-will through self-effacement and self­
giving. New-born from the travail of war comes
the second message—the message of unyielding devotion to the 
reconstructive tasks and responsibilities of peace.
The demands of the times call for straight thinking and high 
thinking, for the abnegation of self in the interests of the common 
weal, for a revivified conception of the worth and dignity of labor, 
for vision and faith and lofty resolve. Economic problems on all 
sides press for solution, just and enduring. Spiritual values, given 
fresh meaning and deepened potency by the war, await practical 
application to the concerns of every-day life. Look where you 
will, the need for personal service—disinterested, cooperative, pur­
posive service—greets the physical and mental vision of all right- 
thinking men and women.
Therefore, The Pace Student, despite the black shadows that 
lurk in the background of the picture, congratulates its readers— 
students, instructors, executives, and other friends—upon human­
ity’s need for self-forgetting succor and support. For therein lies 
Opportunity in her purest guise—opportunity to play a personal 
part in the permanent enthronement of justice, equality, and fra­
ternity among all men. “Seek’st thou abiding happiness? Lo, 
in service to thy fellows shalt thou find it!”
Invest­
ments
THE accountant’s ad­
vice is often sought 
in respect to the 
investment of sur­
plus funds—a natural tribute to
the knowledge gained by the 
accountant in his analyses of 
successful and unsuccessful 
business enterprises. The following address 
on “ Investments,” recently delivered by Homer 
S. Pace, C.P.A., to a convention of business and 
professional men, will be of interest to Account­
ancy students, who, in the years to come, will 
carry their full share of the accountant’s 
advisory burden.
“ Successful professional and business men 
occasionally have surplus funds for investment. 
By ‘ surplus funds,’ I mean money which is not 
needed to carry on one’s business or to meet 
one’s personal expenses. By * investment,’ I 
mean the advancement or loan of surplus funds 
aside from one’s business in consideration of 
an interest or a profit return.
“A person may succeed in a particular busi­
ness without developing the ability to invest 
surplus funds in such a way that his principal 
is safe and the return reasonably ample. We 
all know of instances of investors whose sur­
plus funds have been lost, and whose principal 
business has been jeopardized or ruined by the 
exercise of poor judgment in respect to inci­
dental investments. Hence, the investment of 
surplus funds is a matter to which even the 
most successful business man may well give 
serious attention.
“ With these considerations in mind, I shall 
proceed to discuss, in a non-technical way, the 
subject of ‘ Investments.’
“ Business seeks capital on two distinct bases. 
First, capital is borrowed, and the particular 
business or individual promises to repay it at 
a fixed or determinable time, together with a 
compensation for the use of the capital which 
is known as interest.
“ Second, capital is sought far the permanent 
needs of the particular business, the compen­
sation for which is contingent upon profits. 
Advancement of capital in this manner usually 
carries with it a proprietorship interest and, 
therefore, proprietorship responsibilities.
“ The investor thus has two opportunities 
for the advancement of his surplus funds. He 
may loan his money for a certain length of time 
in consideration of an agreed amount of in­
terest, or he may advance it as a coowner in 
some business enterprise with the expectation 
of receiving a profit.
“The two fields of investment, although
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often confused in the mind of the 
investor, are radically different. It 
is desirable, therefore, in the first 
instance, to state the essential 
facts in relation to each.
“ The investment field proper, at least from 
the view-point of the incidental investor, is in 
the loan of funds for an interest return. Thus, 
ten thousand dollars may be loaned for three 
years at six per cent. interest, the return of the 
principal and the payment of the interest being 
secured by a bond and mortgage upon real 
estate. In case of default, the property mort­
gaged may be sold for the reimbursement of the 
lender in the matter of principal, interest, and 
costs. Again, a bond and mortgage may be 
bought from the investor who originally made 
the loan, but who is desirous of transferring his 
rights. Again, a public utility company or an 
industrial corporation may issue bonds in 
various denominations—for example, one hun­
dred dollars, five hundred dollars, one thousand 
dollars, or any other desired denomination, each 
bond containing a promise to pay at a future 
time a certain amount of money, plus interest. 
Such a bond may be one of a series, all of which 
are secured by a trust deed or a mortgage 
covering real estate and, possibly, other prop­
erty. In somewhat the same manner, the Gov­
ernment may issue its bonds, such as the 
Panama bonds or the Liberty Loan bonds, by 
the terms of which the Government promises 
to pay at a future time a certain amount, to­
gether with interest.
“ In all private business organizations, the 
rights of the bondholders to interest take prec­
edence over the rights of the owners to profits; 
that is, the interest must be provided for before 
profits can be taken. There is usually, in addi­
tion, the pledge of specific property, aside from 
the lien that is created upon the general asset 
fund of the borrower.
“A very different situation exists when an in­
vestor advances his funds to a business enter­
prise as a coowner. There is no contractual 
obligation for the repayment of the money at 
a certain time, and no agreement as to the 
amount of compensation. If a partnership in 
the usual form is created by such an investment, 
serious responsibilities may attach, aside from 
the risk to which the amount of money ad­
vanced is subject. If the partnership fails and 
its debts are not satisfied by recourse to the 
partnership assets, each partner will be person­
ally responsible to the creditors. The investor, 
in such a case, may have little chance to avoid 
the contingency of unsuccessful business, be­
cause, in making the investment as an incident 
[Forward to page 10
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Samuel 
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(N. Y.)
THE business career of 
Samuel C. Hyer, C P. 
A. (N. Y.), illustrates to 
an unusually pointed de­
gree the varied kinds of
opportunities for marketing knowl­
edge of Accountancy that exist for 
the man who is thoroughly and com­
petently trained. Incidentally, this 
vignette of Mr. Hyer’s rise from 
economic obscurity to the rank of 
a really successful business tech­
nician shows what can be accom­
plished by the kind of determina­
tion that denies the existence of 
handicaps and obstacles that can 
not be overcome.
Mr. Hyer was born in New York 
City thirty-five years ago. After 
graduating from elementary school, 
he took a few high-school courses 
at the 23rd Street Y. M. C. A., 
New York City, supplementing this 
training by means of instruction 
from private tutors. Higher aca­
demic education was out of the 
question for him, because, while a 
mere stripling, he had to go to 
work. After the usual office-boy 
and minor-clerk experiences with 
various firms, he took a vocational 
inventory of himself, and arrived at 
the conclusion that he would prob­
ably succeed in Accountancy better 
than in any other profession or 
branch of commerce.
Accordingly, he became one of 
the original Pace students, taking 
up the Course back in 1906, when 
he was twenty-two years old. Part 
of the time during his studies he 
commuted from Philadelphia, in 
order to attend class sessions. He 
completed the Course, qualified for 
the C. P. A. examinations, and se­
cured his professional degree from 
the state of New York within four 
years from the date of his enrol­
ment as an Accountancy student— 
a remarkable achievement, in view 
of the fact that during all this time 
he was working hard as a clerk in 
the employ of the Pennsylvania 
Railroad. As soon as he was well 
along in the course, he successively 
joined the staffs of several large 
Accountancy firms, and for a time 
was in independent practice.
In 1910, Mr. Hyer passed the re­
quired Civil Service Examination, 
and was appointed an accountant to 
the Public Service Commission, of 
New York. His duties consisted 
chiefly of an examination of the 
accounts and records of the various 
public utilities under the control of 
the Commission, to ascertain 
whether they were in conformity 
with the prescribed accounting 
rules and regulations.
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During the latter part of 1912, 
Mr. Hyer was appointed supervis­
ing accountant of the Department 
of Finance in the city of New York 
at a very substantial salary. Here 
he had the immediate supervision 
of a large staff of accountants en­
gaged in the installation of a sys­
tem of cost accounting in the 
various city departments. During 
two months of the year, Mr. Hyer 
also acted as secretary and account­
ant to the New York City Budget 
Committee, having direct charge 
of the mechanics of budget making.
Samuel C. Hyer, C.P.A. (N. Y.)
Chief Revenue Agent, California 
District, Bureau of Internal Rev­
enue, Formerly Chief Cost Ac­
countant and Budget Expert, 
Department of Finance,
City of New York
After eight years’ service with 
the city of New York as chief cost 
accountant and budget expert, Mr. 
Hyer resigned, in October, 1918, 
in order to assist in the reorganiza­
tion of the Income Tax Unit, 
Bureau of Internal Revenue, at 
Washington, D. C. He was one of 
the first accountants appointed in 
the Reorganization Unit.
On account of the great demand 
for accountants by private concerns 
and various Governmental bureaus 
during the fall of 1918, the Civil 
Service Commission was unable to
secure sufficient applications for 
Income Tax work. Consequently, 
one of Mr. Hyer’s first duties was 
to visit the principal cities of the 
country for the purpose of persuad­
ing properly qualified accountants 
to join the technical staff of the 
Income Tax Unit.
Somewhat later, Mr. Hyer was 
appointed Section Unit Chief, in 
the Consolidated Returns Section. 
Here he supervised the analyses of 
the largest and most complicated 
Income and Excess-Tax returns. A 
few months ago, Mr. Hyer was as­
signed to field work at San Fran­
cisco, where he is now chief rev­
enue agent in the California dis­
trict. Mr. Hyer’s views upon the 
connection between Accountancy 
and the tax problem are interesting, 
and should be stimulating to many 
ambitious young men and women, 
as pointing out a great opportunity 
for the marketing of Accountancy 
training. Mr. Hyer says:
“ If tax reports are to be ac­
curately prepared, and if serious 
penalties are to be avoided, there 
must be a much wider diffusion 
of sound knowledge of Account­
ancy throughout the country than 
exists now. It is absolutely neces­
sary that all business concerns, and 
the great majority of individuals, 
understand the basic principles of 
Accountancy. This is not the case 
at the present time; in fact, the 
ignorance of Accountancy is ap­
pallingly wide-spread. It is self- 
evident that the number of Account­
ancy-educated men and women 
whose services are available is ex­
ceedingly small. The conclusion to 
be drawn from this condition is, of 
course, that, if a young man who 
is temperamentally adapted for 
Accountancy will make a system­
atic study of it in conjunction with 
the essentials of business adminis­
tration, he will soon acquire a mar­
ketable grasp of the relation be­
tween accounting and taxation.”
For several years, Mr. Hyer was 
one of the most valued lecturers 
on the staff of Pace Institute, New 
York, and Pace Institute, Washing­
ton. He was recognized as an 
authority on practically every 
phase of accounting, and especially 
on the subject of municipal ac­
counting. But it is not as an ac­
countant or as a lecturer that Mr. 
Hyer shines most; it is as a man, 
a dependable, even-tempered, good- 
humored man—loyal to his friends, 
and a great believer in the efficacy 
of giving the other fellow a boost 
through words of kindly and help­
ful counsel.
Who’s
Who
Biograph­
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Sketches 
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THE word “will,” 
when used in a 
legal sense, means 
a solemn disposi­
tion of one’s property to take 
effect after death. A will is 
something of which every one 
of us, rich or poor, high or low,
should have a thorough and comprehensive un­
derstanding, not only as to its form, but as to 
the proper and required methods of execution.
It has been truly said, that “where there’s a 
will, there’s a law suit ”; it should be the pur­
pose of everybody possessing property to refute 
this truism.
Wills trace their origin back to the Roman 
law; and the right of a person to make a dispo­
sition of his property was recognized in Eng­
land long before the Norman conquest. Though 
this right later was greatly curtailed by statute 
in England, it nevertheless existed in a sub­
stantial form from the earliest times in the his­
tory of that country. In fact, we find that the 
Book of Books plainly indicates that this right 
of a property-holder to govern and control its 
disposition, after his death, is as ancient as 
civilization itself. We find that “ Jacob be­
queathed unto his son Joseph a portion of his 
inheritance double to that of his brethren.” We 
also find that Abraham, having grown rich in 
cattle, servants, silver, and gold, gave all that he 
had to his eldest son Isaac at his death.
The Hindus undoubtedly recognized this 
right to make a disposition of property to take 
place after the death of the donor. And Black- 
stone tells us that “ Solon was the first legis­
lator that introduced wills into Athens.”
We find that, in our own country, according 
to the trend of modern decisions, there is no 
inherent or natural right to devise or bequeath 
property to take effect after death, but that 
this right rests purely upon legislation enacted 
in each of the several states, and that each of 
the states of the United States now has statutes 
on wills which give this right, provided the 
formalities prescribed thereby for different 
kinds of property have been complied with.
Generally speaking, wills are of two kinds— 
written and unwritten. An unwritten will is 
known as a “ nuncupative ” will, taking its name 
from the Latin word “ nuncupare,” meaning to 
“ name,” “ declare,” or “ make a solemn declara­
tion,” because verbal wills are made by a testa­
tor in fear of impending death, before a suffi­
cient number of witnesses, by whose oral proof 
it must be established. These wills have been 
rightly much restricted, because of the oppor­
tunity to practice perjury and fraud; and the
general trend of legislation is to 
restrict them to soldiers in actual 
military service and mariners on 
the high seas, and to confine their 
operative force to personal property.
There is another form of will, recognized by 
most of our states, known as a “ holographic ” 
will—a will written wholly by the testator him­
self. This kind of will, in some of our states, 
if entirely written by the testator’s own hand, 
speaks so forcefully that the formality of wit­
nesses becomes unnecessary.
Closely allied to the will itself is the codicil, 
which literally means a “ little will,” and has 
come to be, in modern times, that alteration or 
addition or annex to a testator’s will which 
must be taken as a part of the will itself.
The right and privilege granted to us by 
statute is a matter of greater importance than 
most of us, in our careless attitude toward the 
extent of human life, realize. We work and 
store up for ourselves and our families prop­
erty which is relatively large, and yet we devote 
little or none of our time or efforts toward ob­
taining the knowledge which will assure us 
that the persons for whom we have thus striven 
and labored will receive the profits of this life­
long effort. Instead of having an accurate 
knowledge of the necessary formalities that 
must be complied with for the proper execution 
of a will, too many of us rely upon the printed 
form for sale at most law stationers, or upon 
some hazy idea of the requisites prescribed by 
law.
The first and great requirement for the 
proper execution of a will is that it be signed 
by the testator at the end thereof. This rule is 
inflexible, and does not mean the middle of, or 
near the end of, the will, but, on the contrary, 
except in very rare cases, the actual physical 
end of the will.
The principal danger of using a printed form 
is that the will or testament will not comply 
with this great requirement that the will must 
be subscribed by the testator at the end thereof. 
To properly understand this requirement, let 
us consider the printed form of will usually 
for sale at law stationers.
This form is folded like legal cap paper so 
as to form four pages, the fold being at the top. 
It is a printed form (so far as it could be) with 
the customary blanks to be filled in. At the top 
of page one and occupying about one fourth of 
that page are the usual introductory words:
“ In the Name of God, Amen, I ..............being
of sound mind, etc.” Then follows a blank 
space of about four inches, reaching to the 
middle of page one, and obviously for bequests.
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and devises. The remaining half 
of page one is taken up with printed 
sentences for the appointment of 
executors, testimonium clause, etc.
The first line of the printed matter, follow­
ing the blank space for bequests reads: “ I
hereby appoint.............. to be Executo .... of
this my Last Will and Testament.”
The testator usually finds that the four inches 
of blank space provided by the form for de­
vises and bequests are entirely insufficient for 
these purposes. Now suppose that in the midst 
of his fourth bequest the testator finds that all 
of this space had been consumed; namely, “ I 
give to my brother John.” He then writes, or 
causes to be written, in the right-hand margin 
opposite the word John, the words “ contained 
on back.” On page two, which is the inverse 
side of page one, and beginning at the top of 
the page, which is the bottom of page one, he 
writes the words “ Skene ” “ one hundred dol­
lars $100,” and continues on all of page two and 
a part of page three (the top of page three be­
ing nearest the fold) to write further bequests, 
either in his own or another’s handwriting. 
Page four he leaves blank. The will is signed 
on a dotted line provided therefor, about three 
quarters of the way down page one, followed 
only by the attestation formalities.
A will made upon a form, and completed in a 
manner, similar to the foregoing is not signed 
at the end thereof, if we use the word “ end ” 
to signify the physical or actual end of the will, 
and the chances of its being received and ac­
cepted for probate are too few to make this 
method of drawing and signing a will a wise 
one.
There are decisions holding, in effect, that 
where there is no question of fraud and no 
claims that the instruments offered for probate 
have been altered in any respect, the “ end ” of 
the will means the logical, natural, or reading 
end, and that the signature of the testator at 
such natural or logical end is sufficient.
It must also be noted that a will drawn and 
executed in a manner very similar to the ex­
ample herein given was recently refused pro­
bate by the Surrogate’s Court of New York 
County; and thereby the importance of a testa­
tor’s signing his will at its physical or actual 
end is clearly indicated.
The requirement next in importance is that 
the will be witnessed by at least two persons, 
who must sign their respective names and write 
their addresses, as such, in the presence of the 
testator at his request. In selecting witnesses, 
it is well to choose young persons in good gen­
eral health; to select those living in the vicinity
of the testator; to avoid as wit­
nesses the beneficiaries under the 
will; and as a matter of extra pre­
caution, to have three witnesses to 
any will disposing of real property.
The testator must either sign the will in the 
presence of each of the witnesses, or, if already 
signed by him, he must acknowledge to each 
of the witnesses that the signature thereon is, 
in fact, his signature; and, lastly, the testator 
must declare to each of the witnesses that the 
instrument so signed by him is his last will and 
testament.
The signing of a will and the formalities 
attendant thereon should be observed faithfully. 
The atmosphere should be solemn and dignified. 
The thought of the loved ones we will leave 
behind us should be uppermost in our minds. 
The occasion is thus stamped indelibly upon 
the mind of the maker and upon the minds of 
the witnesses.
The danger of “ home-drawn ” wills lies in the 
failure to comply with the formalities, and the 
lack of technical knowledge as to the legal 
effect of words and phrases. Should the dis­
position of property be in the form of trusts, or 
upon conditions, or other than a simple direct 
gift or devise, it is especially necessary to seek 
and employ competent legal advice; and having 
done this, give your counsel all of the facts and 
knowledge within your power both as to your 
property and the objects of your bounty.
ARE you balanced? Yes, I know that youare a splendid worker; that you perform 
your daily tasks with enthusiasm, speed, and 
good judgment; that you have hewn out an 
economic future which looks bright and en­
couraging. In these respects, you belong to the 
minority—you have won recognition through 
your own unceasing efforts; congratulations, of 
course! But, are you balanced? Are you in 
good physical trim—do you keep your muscles 
and your digestion up to the mark? Are you in 
good cultural trim—do you read worth-while 
books, take an interest in art and music, enjoy 
the conversation of cultivated men and women? 
Are you in good moral trim—do you give a 
little thought to the needs and problems of the 
other fellow, to your duties and obligations as 
a citizen, to the necessity of making your in­
fluence felt on the side of right and justice? 
Questions of this kind will help you determine 
for yourself whether you are really balanced 
or merely a one-sided machine.
The deeper the stream, the less noise it makes in 
pushing onward to the ocean; the more vital your 
real worth, the less you will talk about it.
Are
You
Balanced
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Q
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THIS Department 
does not publish 
answers to all of 
the questions re­
ceived, but only to those which 
we deem to be of general in­
terest to our readers. A com­
munication, in order to receive
attention, must contain the name and the ad­
dress of the person asking the question.
WE subscribe to a number of magazines, to credit agencies such as Dun and Bradstreet, and to several other trade agencies, 
etc. In preparing our semi-annual Profit and 
Loss Account at June 30th, we considered 
such items as expenses. The question has now 
come up whether these items should be charged 
as expenses, or whether the unexpired portion 
should be carried to our Balance Sheet as de­
ferred charges. Will you please let us know 
which is right?
Technically, it is correct accounting to carry 
unexpired items such as those you mention as 
deferred charges. As a practical matter, how­
ever, because of the fact that very often the 
amounts are small and there is no tangible re­
sidual value, such items are charged off to ex­
pense when incurred.
WILL you kindly give us the definition and an example of “ debenture stock.” The question has come up for discussion among 
several members of our cost department, and we 
have been unable as yet to find a satisfactory 
definition.
The basic meaning of the term “ debenture ” 
is “ a writing acknowledging a debt.” The term 
is in common use in England to describe in­
vestment securities. For example, a trust deed 
or mortgage may be executed for the benefit of 
the holders of a certain stock, and under the 
terms of the trust, the property may be admin­
istered for the benefit of such stockholders in 
the event of default in the matter of payment 
of interest or dividends. Stock of this type is 
often called debenture stock. The term is also 
often used to describe a trust deed or mortgage 
covering the issuance of bonds; in which case, 
the security may be known as a debenture bond. 
The term is sometimes used in American prac­
tice, but it is rather unusual. Because of the 
broad use of the term to describe an instrument 
or agreement to afford security, it is somewhat 
difficult to limit it by strict definition. For your 
information, however, we will give you the fol­
lowing definition, which is the best that we 
have ever seen of the term “ debenture ” :
“A debenture is an instrument in 
writing, generally under seal, 
creating a definite charge on a 
definite or indefinite fund or sub-* 
ject of property, payable to a given person, etc., 
and usually constituting one of a series of 
similar instruments.”
AT the beginning of the season, we make a number of purchase contracts for ma­terial, this material being delivered to us from 
time to time during the period. At the time 
of closing our books, I find that some of this 
material has been shipped, but has not yet been 
received, while other material has not yet been 
shipped. Will you please advise me whether 
I should include in my books the liability for 
these goods?
Orders placed, but not filled, are not an actual 
liability, and therefore should not be included 
in a statement of financial condition. So far 
as the merchandise which has been shipped by 
the vendor and which has not yet reached you 
is concerned, it would depend upon the terms 
of the purchase. If the goods were shipped 
f. o. b. point of origin, title passes to you as 
soon as they were delivered to the carrier. If, 
however, they were purchased f. o. b. point of 
destination, you have no title to them until 
they were delivered by the carrier. In the for­
mer case, it would be well to include the mer­
chandise in your accounts as goods in transit, 
setting up a corresponding liability in your ac­
counts payable. On the Balance Sheet, the 
goods in transit preferably should be shown 
separately from the inventory actually in your 
possession.
If you desire, you may include as a footnote 
in your Balance Sheet the amount of contingent 
liability on orders placed with the vendors, but 
not yet filled.
IN the firm where I am working, it has been necessary to consign scales to some of our salesmen. A portion of these scales are alu­
minum samples, which the salesmen use as dem­
onstrators, and the remainder are scales which 
are to be sold whenever possible. When the 
scales are sent, we have been debiting the sales­
men’s accounts and crediting an account called 
General Consignment. As a result, when the 
Balance Sheet is prepared, under Assets we 
have an item, “ Scales Shipped on Consign­
ment,” and this is exactly offset by an item 
under Liabilities “ General Consignment.” To 
date, however, the firm has never counted any 
of the scales so consigned in the inventory. My 
question is, are we justified in counting these
Q
A
Q
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scales in the inventory? If we do, 
it will naturally throw the value of 
these scales into Surplus, and have 
we a right to increase the sur­
plus in this manner? It would seem that,
in respect to the sample scales, they are really 
a sales expense, as they are a necessary part of 
the salesmen’s equipment. However, if liqui­
dation of the concern should occur, those 
scales could be sold the same as the others, and 
from this view-point would seem to be an asset.
The question to be decided is whether or not 
these scales have asset value. If they have, 
and your letter seems to indicate that they have, 
they should not be charged off as expenses, but 
should be carried to the Balance Sheet. You 
state that when the Balance Sheet is prepared 
you include an item, “ Scales Shipped on Con­
signment,” on the left-hand side and an item of 
“ General Consignment ” on the right-hand side. 
It seems to us that the General Consignment 
Account is really an offset to the Merchandise 
Account, and, as such, would be included in 
your Profit and Loss Statement. The General 
Consignment Account is really a reduction in 
the Cost of Goods Sold.
IN connection with many of the stock issues which I see advertised in the daily papers, I notice that some of the Balance Sheets pre­
sented show Plant, Equipment, and similar 
assets at cost value less depreciation, while 
others show the present appraised value. Will 
you please tell me which is right?
For accounting and operating purposes, it is 
customary to include assets at their cost, less 
depreciation. For the purpose of presenting in­
formation to investors to show the probable re­
serve financial strength, it will be found that 
the appraised valuation is often presented. 
Another probable reason why the appraised 
valuation is used in the circumstances you cite 
is because the appraised valuation is often 
higher than the cost less depreciation valuation. 
The concerns naturally desire to present as 
favorable a showing as possible; hence, the 
higher valuation is used.
IN the event that a concern were to have an appraisal made in accordance with my pre­vious question, and it were shown that the value 
shown by the appraisal was higher than book 
value, should any adjustment be made on the 
books ?
This question was answered in The Pace
Student, Volume 1, No. 12. We quote you the 
answer to a similar question given at that time: 
“ The answer depends upon the reason why the
book value is less than the ap­
praised value. If the reason is the 
increase in cost of material and 
labor since the time when the plant 
was erected, or if the plant was purchased at less 
than its real value, and the book value repre­
sents the actual cost to the company, it is more 
conservative to allow the book value to remain 
unchanged, unless injustice to some interest 
should result by doing so. If for any reason it 
is considered desirable to write up the book 
value to the appraised figures, the credit should 
be made to a reserve account, or else used to 
reduce some intangible asset, if there is any 
such asset on the books which can be legiti­
mately reduced. Whatever method is followed, 
the credit should not be used to increase the 
profits from operation. If the book value is low, 
because too much depreciation has been cred­
ited, the charge against profit has been too 
great. In this case, the book value may be 
raised to the appraised value, and the credit 
should be made to Surplus, as profits to the 
amount of the difference have been improperly 
withheld from Surplus. This entry would be 
simply corrective in character, for it would re­
store both the Plant Account and the Surplus 
Account to the true figures. Even in this case, 
however, the book value should not be raised to 
a figure in excess of the original cost.
 WE purchased a piece of property for twenty-five thousand dollars, subject to 
a mortgage of ten thousand dollars, or at a net 
figure of fifteen thousand dollars. We had the 
title searched, which cost us two hundred and 
fifty dollars and the other legal expenses in 
connection with the property were two hundred 
and fifty dollars. Please advise me how I 
should treat this five hundred dollars. Should 
I charge it off to Profit and Loss, or is it a cost 
of the property?
It is our opinion that the expenditure is 
chargeable as a cost of the property. The 
money was necessarily expended in securing 
what you considered to be a good title to the 
property, and, as such, is part of the cost. Ex­
penses incurred after title to the property has 
been secured, such as the payment of taxes, in­
terest on mortgage, etc., are carrying charges 
and should be charged to Profit and Loss.
Facing things, however disquieting they are now, 
enables us to shape them to our liking for the future.
Wasted time is the greatest waste of all. ' Unlike 
money, it can never be recovered and reinvested.
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INCREASED pro­
duction ! This is 
what the entire 
economic world
needs, judging by the world­
wide shortage of goods that 
plainly exists. So prevalent is 
this shortage that the existence
of strikes in practically every division of indus­
try has resulted in relatively few cancelations of 
orders. The desire, of course, is for the imme­
diate delivery of orders; but if delivery can 
not be immediate, then delivery some time in the 
near future will apparently be acceptable. 
There is no doubt that the business acumen of 
our country needs to be directed toward the 
production phase of commerce rather than 
toward the selling and promotion phases of it.
The steel industry is al­
ways regarded as the barom­
eter of business conditions.
According to information 
from the chief centers of 
production, contracts are 
steadily accumulating for 
delivery in the remote future.
These contracts, it is report­
ed, are coming in so rapidly 
that the leading steel compa­
nies are already considering 
the advisability of refusing 
to accept, at least until labor 
conditions become more 
stabilized, all the orders 
which are steadily flowing 
in for delivery. And this 
same situation admittedly 
exists in many of the other 
leading branches of industry.
The crux of the matter is found, of course, 
in the prevalent attitude of labor toward pro­
duction. It is to be earnestly hoped that, 
through conferences between representatives of 
labor and capital, with the interests of the pur­
chasing public not altogether forgotten, a 
working arrangement, fair and equitable to all 
concerned, will be arrived at, whereby produc­
tion not only will not be curtailed, but will be 
stimulated. No other train of cooperative 
thought will result in providing a needy world 
with what it requires and desires for legitimate 
consumption.
"MY reputation is in your hands.” This 
  little sign, though hidden from the pub­
lic, hangs in various places in the full view 
of every employee in every one of a chain of 
highly successful hotels, which are operated by
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a man commonly regarded as being 
a hotel genius. His hotels have a 
country-wide reputation for effici­
ent service to ail classes of guests; 
and one reason why this service is so uniformly 
excellent is the fact that every employee, con­
sciously or unconsciously, exemplifies in his 
conduct the spirit of the above sentence.
There is a thought here for every em­
ployee of every kind of business organization 
to bear in mind in his or her dealings 
with the public. Business has been defined— 
I think it was Elbert Hubbard’s definition 
—as “ the science of human service.” “ Ser­
vice ” means tactful and interested attention 
to the needs and desires of the individual 
purchaser. The employee who interprets
his daily duties in this way always
reflects the spirit of the 
founders of the organi­
zation—the spirit that they 
would wish to have shown 
by every one of their repre­
sentatives toward purchasers 
and even inquirers.
There is a selfish side 
to this matter, too. The 
employee who remembers 
that the representation of 
the house—the representa­
tion of the founders, the 
president, the chief execu­
tives—is in his hands, and 
governs his actions accord­
ingly, is laying the foun­
dation for favorable notice, 
and, consequently, approach­
ing the opportunity for 
advancement to a position of 
higher consequence and increased earning power.
THE study of advertising has a distinct educational value. In a broad sense, this is the age of advertising, regardless of the na­
ture or the status of the particular enterprise. 
Nearly every progressive organization in the 
country systematically keeps itself in the pub­
lic eye through the medium of the printed page. 
Advertising has become both a science and an 
art; and many of the ablest minds in the busi­
ness world are devoting their powers to this 
important branch of modern commerce.
What are the advantages of studying adver­
tising? Here are a few: getting new ideas about 
the development of modern life, commercial 
and otherwise; learning the suggestive power 
of vivid words and phrases; developing the 
power to express ideas cogently, yet clearly;
Studying
Adver­
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mastering the fundamentals of 
sound psychological appeal; acquir­
ing a broad outlook upon the trend 
of modern business.
Any one who spends a little time sys­
tematically in the study of effective adver­
tising will soon find that he is thinking more 
logically, more keenly, more broadly, more sug­
gestively than ever before; and, after all, any­
thing that stimulates us really to think lays 
just claim to a place in our program of self- 
education.
WOULD you master English? You will have to do more than study, then—do more than take courses in grammar and rhetoric, 
do more than read good authors. You will have 
to study English by means of the laboratory 
method as well; which means, of course, that 
you must note how English is used to-day by 
the best writers and speakers, in order that you 
may accumulate specific data, make comparisons 
and contrasts, and establish principles. Study­
ing in this way—not forgetting, though, the 
dicta of grammarians and rhetoricians—you 
will soon be able to make your spoken and 
written English reflect the spirit of the age in 
which you live.
THE economic importance of thrift—im­portance to the individual and to the Nation—is now, thanks to the war, pretty gen­
erally realized throughout the length and 
breadth of our land. Peace having come, there 
is, of course, danger that we may revert to our 
haphazard, pre-war standards of earning and 
spending money. In order to forestall this very 
natural tendency and prevent a let-up in our 
newly learned way of balancing income against 
outgo, a National Thrift Week will be observed 
throughout the country, beginning on January 
17, 1920. This movement already has the sup­
port of many industrial and financial bodies, 
and the indorsement of the American Bankers’ 
Association. The program, which has been al­
ready arranged, follows:
NATIONAL THRIFT DAY 
Saturday, January 17, 1920 
(Benjamin Franklin’s Birthday)
The purpose of the observation of this day is 
to emphasize the service a bank renders a com­
munity, and the relation between an individual 
bank account and the development of thrift.
THRIFT SUNDAY 
Sunday, January 18th
All ministers, regardless of differences in 
creed, are requested to deliver sermons on this 
day in respect to the relation between economic
life and religious well being, with 
stress laid upon the necessity of 
sharing with others for thrift 
without benevolence can easily de­
generate into parsimony.
NATIONAL LIFE-INSURANCE DAY 
Monday, January 19th
The theme of this day will be the moral obli­
gation which rests upon every self-respecting 
citizen to provide his family with life insurance 
against the event of his death.
OWN YOUR OWN HOME DAY 
Tuesday, January 20th
On this day, detailed instruction will be given 
in how desirable and how relatively easy it is 
for the average family to own its own home.
MAKE A WILL DAY 
Wednesday, January 21st
The subject emphasized on this day will be 
the necessity for every property owner to make 
a will; the thought being that in this way the 
necessity of making provision for the future 
will be increasingly recognized.
THRIFT IN INDUSTRY DAY 
Thursday, January 22nd
On this day, the need for factory thrift will 
be put in the foreground of the public con­
sciousness, the main thought to be brought out 
being the economic value of cooperation be­
tween capital and labor.
FAMILY BUDGET DAY 
Friday, January 23rd
The major idea behind the observation of this 
day is the importance of estimating in advance 
how income is to be spent, with emphasis upon 
the necessity of spending less than is earned.
PAY YOUR BILLS DAY 
Saturday, January 24th
The purpose of this day is not only to empha­
size the moral obligation on the part of every­
body to pay his debts, but also the relation 
between the prompt settlement of obligations 
and the development of systematic thrift.
It is believed—and apparently with reason— 
that the intelligent observance of the foregoing 
program on a country-wide scale will provide 
the individual citizen, whether man or woman, 
with specific suggestions as to how to manage 
his or her financial affairs in an intelligently 
thrifty manner. At least, this is the enthusi­
astic belief of the National Committee in charge 
of the Thrift Week Campaign—a belief largely 
based on the way in which the American people, 
as a whole, responded to the war-time appeals 
for thrift in connection with their expenditures.
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to his regular business, he would 
have little or no opportunity to ex­
ercise personal supervision and con­
trol. Liabilities incurred in this 
way might even wreck his principal 
business.
“ The most common form of in­
vestment of this nature consists of 
the purchase of the stock of cor­
porations. A corporation is merely 
an artificial person or entity, cre­
ated by law, which may have per­
petual succession or life. It is 
composed of stockholders who re­
ceive shares of stock for capital 
paid in. The shares of stock usual­
ly have a par value. In New York, 
the par value of shares may be as 
low as five dollars or as high as 
one hundred dollars.
“ A corporation is managed by the 
stockholders, who elect directors, 
and they, in turn, elect officers. 
Control is exercised by the voting 
of stock at stockholders’ meetings, 
the holders of a majority in amount 
of stock being empowered, with 
few exceptions, to decide matters 
that arise in the conduct of the 
affairs of the corporation. A holder 
of a small proportion of the stock, 
therefore, often takes no effective 
part in the management of the cor­
poration.
“ Profits are distributed in the 
form of dividends, such distribu­
tion, granting that profits are 
available, being usually entirely 
within the discretion of the board 
of directors. The minority stock­
holder, therefore, is often unable 
to participate in profits, even when 
they are actually made. The stock­
holders of a corporation, differing 
from the partners of a firm, usually 
have no liability beyond the amount 
of money paid in for their stock, 
so that under ordinary conditions, 
no additional liability attaches 
which may affect the stockholder’s 
personal fortune or business.
“ Stocks are less attractive for 
strictly investment purposes than 
are bonds, which will later be con­
sidered in more detail. The sub­
ject of stock investments, however, 
is important, and a fuller considera­
tion of the subject will now be 
undertaken.
“ Distinction should be made be­
tween:
“ (1) Large utility and indus­
trial corporations, whose stocks are 
listed and dealt in on the stock ex­
changes, and whose managements 
are dependent very much upon an 
appeal to widely scattered stock­
holders for their support; and—
“ (2) Closely held corporations, 
in which the incidental investor has
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no general market in which to sell 
his stock, in case he desires to do 
so, and in which he is largely de­
pendent upon the fairness of the 
stockholders who are in control as 
to the matter of compensation to 
officers, declaration of dividends, 
and the like. It is the latter type 
of corporation which is usually 
brought to the attention of the in­
cidental investor. The dangers of 
this type of small investment are 
many, to a few of which brief at­
tention will be given.
“ First of all, the ownership of 
minority stock in a closely held 
corporation—that is, the ownership 
of less than a majority of the shares 
—while conferring proprietorship 
rights, may give no effective voice 
in the control of the affairs of the 
corporation. Thus, the stock­
holders who own or control a ma­
jority of the shares have the power 
to elect directors and, through the 
directors, to elect themselves offi­
cers of the corporation. In the 
absence of fraud, the compensation 
of the officers is within the discre­
tion of the directors; therefore, 
the persons in control may take, by 
means of liberal salaries, what 
would otherwise be available for 
dividend distribution purposes. A 
case comes to mind in which the 
officers, who were the controlling 
stockholders of a closely held but 
successful corporation, paid to each 
officer a salary of one hundred thou­
sand dollars a year, presumably in 
order to absorb profits to the ex­
clusion of minority stockholders. 
The matter came to light in a court 
action, in which the minority 
holders were unable to have the 
action of the directors abrogated.
“ The declaration and payment of 
dividends, moreover, is within the 
discretion of the board of direc­
tors; hence, such net earnings as 
may be left over may not find their 
way to the stockholders. An in­
stance of this kind is found in the 
case of a leading railway company, 
certain minority stockholders of 
which attempted to make the board 
of directors pay dividends instead 
of using millions of dollars of 
profits to build up and improve 
the properties of the company. It 
was held that the directors could 
not, under the circumstances, be 
required to declare dividends. In 
the same way, in a small and closely 
held corporation, the majority in­
terests may retain the profits in­
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definitely for the use of the cor­
poration.
“ There have been innumerable 
instances of holders of minority 
interests in corporations who have 
considered themselves unfairly 
treated and who have therefore re­
sorted to the courts for relief. 
Unless there is a gross mismanage­
ment, or fraud, the courts will sel­
dom interfere on behalf of minority 
stockholders. It follows, therefore, 
that the holder of a small amount of 
stock in a closely held corporation 
is very often dependent upon the 
liberality and the fairness of the 
controlling interests. There is no 
agreement for the repayment of the 
investor’s advances; he is assured 
of no definite return; and, in the 
fortunate case that substantial prof­
its are earned, he may be without 
power to force a distribution which 
will enable him to realize a profit 
return. Even though the parties 
in control are known to be men of 
fairness and integrity, there is al­
ways a possibility that their in­
terests will be sold and transferred, 
and that new interests will be in 
control. Altogether too much con­
trol is surrendered by the investor 
to bring such an advancement of 
funds within the range of true in­
vestment.
“ In the small and closely held 
corporation, there is likely to be 
little market for the stock, once 
it is acquired. For example, two 
men who held the outstanding stock 
of a small corporation, amounting 
to thirty thousand dollars, which 
was promoting and manufacturing 
a new machine, induced a man to 
subscribe for ten thousand dollars 
of additional stock of the corpora­
tion. His money was used in the 
business, and the two men in con­
trol were able to pay themselves 
liberal salaries, although they were 
paid against the protest of the in­
coming stockholder. Such surplus 
profits as were made for several 
years were used up in adding to the 
plant and in extending the business. 
The minority holder repeatedly 
sought to sell his stock interest, 
but found no one who was willing 
to purchase it under the conditions. 
He finally sold the stock, the book 
value of which was one hundred 
and fifty, at fifty—one half 
of its original cost and one 
third of its value. Even though 
the outcome had been satisfactory 
and a dividend received, a sale and 
transfer could have been made only 
by a private negotiation with some 
one willing to take the risks of 
minority stock ownership.
Invest­
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“ Aside from the foregoing, 
there is always the risk that the 
particular enterprise will not make 
any profits, but will incur losses 
that will entirely extinguish the 
capital. The investment is thus 
subject to business risks, and, not­
withstanding the risk, the minority 
stockholder is usually unable to se­
cure any effective control of the 
situation that would lead to the 
prevention of losses. He may be 
entirely dependent upon the con­
trolling interests for the protec­
tion of his advance.
“The man with funds to invest 
will often be approached by pro­
moters, either through salesmen or 
the mails, with propositions for the 
purchase of stock. The corpora­
tion whose stock is offered may be 
developing any kind of business— 
oil, mining, real estate, manufactur­
ing, orange raising, pecan raising, 
motor-car production. The use of 
intensive methods of selling such 
stock is usually, although not nec­
essarily, evidence of the fact that 
it can not be disposed of by ordi­
nary means. Attractive prospec­
tuses are issued, estimates of prof­
its to be earned are made, engi­
neers’ and geologists’ reports are 
secured, sales organizations are 
created and compensated by com­
missions—all these things are done 
in order to sell to the incidental 
investor stocks of highly specula­
tive companies.
“ If analyses were made of the 
losses suffered by business men by 
reason of advances for the purpose 
of investment, it would be found 
that nearly all of them arise by 
reason of the purchase of minority 
stocks in highly speculative enter­
prises. Many a business man, pru­
dent and successful in his own en­
terprise, has, tucked away, a sheaf 
of handsomely engraved stock- 
certificates which he keeps as a 
reminder of his own schooling in 
the art of investment. Strange as 
it may seem, some of the men who 
are most thrifty and successful in 
their own businesses go the far­
thest afield in such matters. I have 
a man in mind who, for years, con­
ducted a successful business, and 
by steady and persistent saving ac­
cumulated a comfortable compe­
tence. He seldom had a bad ac­
count on his books, and he never 
wasted a dollar in riotous living; 
yet he was induced to buy five thou­
sand dollars of stock in an oil 
company and ten thousand dollars 
of stock in a mining company, all 
of which to-day is not worth a 
postage stamp. He has, as me-
Pace Student
December, 1919
mentos of his faith in prospectuses, 
pieces of paper representing a loss 
equivalent to twenty-five per cent. 
of his entire savings. Instances of 
this kind can be cited by the score 
in every community.
“We have quite a different condi­
tion in stocks that are listed and 
dealt in on the New York Stock Ex­
change. Certain safeguards are 
taken by the Stock Exchange which 
insure to the public that only stocks 
of reputable companies are listed, 
although, of course, there is no 
assurance or guarantee as to the 
matter of dividends. These stocks 
consist, generally speaking, of two 
classes, namely:
“(1) Preferred stock, which is 
a stock with preferences over one 
or more classes of other stock— 
usually a single class of stock 
known as common stock. A pre­
ferred stock is usually entitled to 
a certain rate of dividend, in many 
cases seven per cent., which must 
be paid to the holders of preferred 
stock before any dividends are paid 
to the holders of common stock of 
the same company; and—
“ (2) Common stock, the hold­
ers of which are entitled to all divi­
dend distributions, other than those 
made to preferred stockholders.
“Thus, the United States Steel 
Corporation has a seven per cent. 
preferred stock upon which divi­
dends have been paid regularly for 
many years, and common stock up­
on which the rate of dividends has 
fluctuated. In the same way, the 
American Woolen Company has a 
preferred stock and a common 
stock; the Atchison, Topeka and 
Santa Fe Railway has preferred 
stock and common stock; the Inter­
national Paper Company has pre­
ferred stock and common stock, and 
so on. The preferred stock is not 
likely to fluctuate as violently in 
price as the common stock and, of 
course, is not so speculative.
“ The purchase of stocks in the 
market on margin is, of course, 
speculative and can not properly 
be considered investment. The 
procedure is for the speculator to 
advance a margin, say twenty per 
cent., of the amount of the pur­
chase. The balance of the money 
is borrowed by the broker handling 
the transaction, from a bank or a 
trust company, and the stocks are 
pledged as collateral security to 
secure the loan. If the price goes 
down, additional margin must be
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forthcoming from the speculator, 
or the stocks are sold to satisfy 
the loan. If the price goes up, the 
stocks may be sold by the broker, 
at the direction of the speculator, 
in order that a profit may be real­
ized. A person speculating on 
margin with incidental funds is 
necessarily dependent upon the ad­
vice and judgment of brokers or 
other specialists. The purchase of 
stocks and other securities on mar­
gin is not true investment, because 
the attempt is made to make the 
funds available cover a wider 
range of securities than is possible 
by outright investment purchase.
“ The purchase of stocks on the 
market for investment purposes, 
therefore, should be made outright, 
and the securities acquired should 
be held primarily for their income- 
producing features. If the securi­
ties advance in price, the investor, 
of course, may sell them and realize 
a profit. If the prices go down, the 
investor is unaffected, provided he 
holds his investment, and his divi­
dends remain constant.
“ If the investor should consider 
stock or other security purchases, 
the best method for him to pursue 
is to select a thoroughly well- 
known and reliable firm of invest­
ment bankers. There are many 
such firms in New York, Boston, 
Philadelphia, Chicago, and other 
cities. The advice of investment 
bankers, which is almost certain to 
be honest and based on a knowl­
edge of facts and conditions, can 
be had without cost. Extreme care 
should be taken in selecting a firm 
of investment bankers—elaborate 
printed matter does not necessarily 
indicate a firm of standing. Many 
of the largest banks and trust com­
panies maintain departments for the 
advice of their depositors, and such 
advice is usually sound. In case of 
doubt about a firm, reliable infor­
mation can be secured from one’s 
banker.
“ So much for investment in 
stocks. My advice sums up to the 
effect that minority stocks in close­
ly held corporations, particularly 
those of a highly speculative nature, 
should be avoided; that investments 
in listed stocks, both preferred and 
common, with well-established divi­
dend records, are entirely legiti­
mate, provided purchases are made 
outright upon the basis of advice 
from reliable investment bankers. 
From the conservative invest­
ment view-point, however, the 
purchase of stocks is seldom, 
if ever, as desirable as the 
purchase of bonds.
[Concluded in the January Issue
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THE following ar­
ticle consists of 
excerpts from 
the second of 
a series of three 
addresses on 
“English for 
Business,” deliv­
ered by Horatio 
N. Drury some
weeks ago before executives and 
correspondents of The Equitable 
Life Assurance Company, of New 
York:
“ Last week, ladies and gentle­
men, you were kind enough to lis­
ten attentively to what I had to say 
about certain psychological matters 
as applied to business correspon­
dence. You remember I told you 
then that this afternoon, I should 
take up with you certain aspects 
of style as applied to business let­
ters. I intend to keep my word. 
I am going to talk to you, first of 
all, about words and word usage; 
then I am going to say something 
about phrases and something about 
sentences; and, lastly, I shall have 
something to say about paragraph 
structure. All these points I shall 
apply to certain letters of yours 
which I have examined with con­
siderable care.
“ Of course, I do not want you 
to understand me as saying that a 
dissociation between the atmos­
phere of a letter and the style in 
which the contents are expressed 
is really possible, for you know that 
the way in which you approach 
your subject and the impression 
that is made upon the mind of 
your reader depends in large mea­
sure upon the words and phrases 
that you use, and upon the way in 
which you frame your sentences 
and build your paragraphs.
“ The first point that I wish to 
make in connection with ‘ style ’ is 
the necessity of your so arranging 
your thoughts that the letter as a 
whole will be logically constructed. 
That is the fault I find with a good 
many of your letters. It is highly 
important, it seems to me, for you 
to make at least a mental outline 
of the main points that you intend 
to bring out in your letter before 
you proceed to dictate. Think out 
carefully, beforehand, especially if 
you contemplate writing a very im­
portant letter, the points you are 
going to make and their order of 
presentation.
“ The second point that I wish to 
make with reference to ‘ style ’ is 
this: Avoid stereotyped words and 
phrases. Here are a few samples: 
‘ We are in receipt of your valued 
favor of the 17th instant, and in
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reply beg to state ’; ‘Agreeable to 
your request ’; ‘ Complying with
your request ’; ‘As per your re­
quest’; ‘Favor us with a reply’;
‘ Hoping to receive an early reply ’; 
and so on. The list of illustrations 
might be increased indefinitely. Ex­
pressions of this kind should, as a 
general rule, be very assiduously 
avoided in all kinds of letters, be­
cause they are meaningless, and do 
not convey any kind of personal 
message from you to the person 
who receives your letter. So avoid 
stereotyped words and phrases, par­
ticularly at the beginning and at the 
ending of your letters.
“ In this connection, let me sug­
gest, too, that you avoid the ex­
cessive use of unnecessary legal 
words and phrases—words like 
‘ hereof,’ ‘ thereof,’ ‘ therein,’ and 
so on. I came upon quite a number 
of letters that contained an unnec­
essarily large number of words of 
this kind.
Of course, if it is necessary for 
you to draw up an agreement of 
some kind in legal phraseology, 
that is an entirely different ques­
tion; but when writing to a man 
upon an ordinary question of in­
surance, in an ordinary way, do not 
use any more legal words than you 
can help.
“ The third point is this: Avoid 
long words and phrases, as far as 
possible. I readily admit that there 
are a great many polysyllabic words 
for which there are no substitutes; 
and that is particularly true when 
you are writing in a technical way 
upon the subject of insurance. Or­
dinarily, however, bear in mind the 
fact that ‘ try,’ for example, is pref­
erable to ‘ endeavor ’; that ‘ pay the 
bill ’ is preferable to ‘ settle the in­
debtedness ’; that ‘ send a note ’ is 
preferable to ‘ despatch a memo­
randum ’; that ‘ try to find out ’ is 
preferable to ‘ endeavor to ascer­
tain ’; that ‘ we have your letter ’ is 
preferable to ‘ we are in receipt of 
your esteemed communication ’; 
that ‘ we are sorry we made the 
mistake ’ is preferable to ‘ we re­
gret that we perpetrated the inad­
vertence.’ In order to illustrate 
what I mean, let me read a few ex­
cerpts from some of your own 
letters:
“ The following letter has refer­
ence to a certain Mr. Smith who is 
interested in insurance: ”
“ ‘ The fact that, should he desire 
at any future time to take out fur­
ther insurance, his ability to obtain 
same would depend upon the result 
of his physical examination, and 
that he is approaching an advanced 
insurance age, should, it seems to 
me, appeal to Mr. Smith as a potent 
argument in favor of entering into 
the question now at a time when the 
adjustment can be effected with so 
little formality.’
“ Is not this all it means? ”
“ ‘ Mr. Smith, of course, knows 
that the older he becomes, the 
harder it will be for him to get new 
insurance. The logical thing for 
him to do, therefore, is to make the 
transfer now when there will be no 
trouble about the matter.’
“ It is a great deal easier, though 
it may seem a kind of paradox, to 
express yourself in roundabout 
words and phrases than in straight­
forward, Anglo-Saxon, monosyl­
labic English, because the latter 
kind of English always reflects di­
rect, incisive, straightforward think­
ing, which is the rarest kind of 
thinking. Note the following: ”
“‘We trust you will not conclude 
to surrender, for surely the need of 
life insurance protection appealed 
to you when you first applied for 
this contract and we feel it is per­
tinent to suggest the need still 
exists, possibly even in a greater 
degree.’
“ I should express the thought as 
follows: ”
“ ‘ We hope you will not give up 
your policy, because you doubtless 
need life-insurance protection fully 
as much now as you did when you 
took it out.’
“ Here is still another example: ”
“ ‘Any honest and disinterested 
life-insurance man, as you well 
know, will unqualifiedly affirm the 
fact that the insured could not 
change his present policy, were it in 
any first class company even other 
than the Equitable, with advantage 
to himself, for the best new policy 
offered by any other company,’
“ I should express the thought as 
follows: ”
“ ‘Any honest insurance man will 
tell you that the insured could not 
possibly, to his advantage, change 
his present policy with the Equi­
table for one in any other company.’
“ The fourth point that I wish to 
make in reference to ‘ style ’ is the 
desirability of using idioms—desir­
able expressions peculiar to our 
language. Most idioms are simple, 
strong, and forceful expressions, 
and it is worth while to use them. 
Here are a few examples: ‘to get 
rid of ’; ‘in high dudgeon ’; ‘ a man 
with a head on his shoulders ’; ‘ be 
in error ’; ‘ fall into conversation
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with ’; ‘ get the upper hand ’; ‘ turn 
a deaf ear to ’; ‘ grow upon one ’; 
‘ out of keeping with ’; ‘ give the lie 
to.’ So I suggest that you pay 
some attention to the study of 
idioms in order to give strength, 
character, and personality to what 
you write.
“ So much then for a few sug­
gestions in connection with word 
usage. Let us now pass on to sen­
tence structure.
“ My first suggestion is this: 
Avoid long, rambling sentences. 
This is the day of relatively short 
sentences.”
“Note the following:”
(Poor) “ 'Replying to your letter 
of June 16th, we regret that we can 
not supply you with the goods 
which you desire, but we will send 
a special order to the factory for 
them, and we feel sure that within 
a few days you will receive them, 
although in cases of this kind delay 
is often unavoidable.’
(Preferable) “ ‘ Replying to your 
letter of June 16th, we regret that 
we can not supply you with the 
goods which you desire; we will 
however, send a special order to the 
factory for them. We feel sure 
that you will receive the goods 
within a week, although in cases of 
this kind, delay is often unavoid­
able.’
“ Use parallel structure now and 
then in building your sentences. 
Very often, you will have occasion 
to express two or three ideas of the 
same relative importance in the 
same sentence, or by means of a 
series of sentences. Express similar 
ideas in a similar language; for 
example—
“ ‘ If you have mastered the prin­
ciples of economics and can apply 
them to business problems, you are 
guided in knowing when, where, 
and how much to buy, to manufac­
ture, or to sell; when to curtail ex­
penses, and when to promote and 
expand and borrow; and how to fix 
wage scales, regulate overhead 
charges, and predetermine profit 
results.’
“Now let us consider paragraph 
structure. A great many of your 
letters are not properly para­
graphed, in that they are very 
likely to be made up of a series of 
exceedingly short paragraphs, or of 
one or two very long paragraphs 
followed by perhaps a short para­
graph. Now, of course, the con­
nection between proper paragraph­
ing and logical thought-develop­
ment is very close. It is impos­
sible to paragraph a letter properly, 
if it is dictated by a person who 
does not know what he is going to
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say when he begins to dictate. 
That situation places a stenog­
rapher at a tremendous disadvan­
tage. On the other hand, every 
stenographer should bear in mind 
that it should not be necessary for 
her to be told every five minutes, 
‘ Paragraph here,’ etc. This is a 
situation that has two sides to it. 
The point is that the finished letter, 
at any rate, should avoid the one 
extreme of very short paragraphs, 
and the other extreme of exceed­
ingly long paragraphs.
“ In your paragraphing, you will 
often find a topic sentence desir­
able. A topic sentence usually is 
the first sentence of the paragraph, 
and it contains the central idea that 
you purpose to develop in the sen­
tences that constitute the rest of 
the paragraph.
“ I will now examine some of 
your letters. Here is the opening 
paragraph of one:
“ ‘ Replying to your favor of the 
21st ultimo, we may advise that 
there are some instances wherein 
an insured may find it to his advan­
tage to pledge an old policy for the 
purpose of meeting premiums under 
a new one. We have in mind, for 
instance, the case of a deferred 
dividend policy with say four years 
to run where the total loan involved 
would be well within the amount of 
the dividend which might reason­
ably be expected at the end of the 
deferred dividend period under the 
old policy. It is obvious that in 
such a case there would be no grave 
objection to the loan plan provided 
the insured clearly understood the 
nature of the transaction in all its 
aspects. We can conceive of other 
situations wherein a policy-holder 
may not be following an injurious 
course in borrowing on his older 
policies for the purpose of main­
taining additional insurance.’
“ I would rewrite this paragraph 
as follows:
“ ‘ You ask us, in your letter of 
April 21st, whether it is ever ad­
visable for a man to pledge an old 
policy in order to meet the pre­
miums under a new policy.
“ ‘ Sometimes, in our opinion, it is 
advantageous to do so. Consider, 
for instance, a deferred dividend 
policy with, say, four years to run, 
where the total loan involved would 
be well within the amount of the 
dividend which might reasonably be 
expected at the end of the deferred 
dividend period. In such a case, it
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might be good business to do as you 
suggest.’
“ Here is another letter:
“ ‘ We are in receipt of your letter 
of April 3rd enclosing duplicate as­
signment executed on the same date 
by Jennie L. Brainard in favor of 
the City Bank Trust Company to 
secure a loan of $500. We return 
herewith the said assignment in or­
der that the policy numbers may be 
clearly set forth therein, as the 
numbers as they now appear in 
same are incomplete. Upon receipt 
of the corrected assignment we 
shall be pleased to place the same 
in the appropriate file at this office 
and note the contents thereof on 
our records.
“ ‘ We observe your request in re­
gard to making payment under this 
policy. In the case of a policy as­
signed as security, payment is gen­
erally made jointly to the assignee 
and the beneficiary named in the 
policy. If, therefore, it is the in­
tention that the entire title to this 
policy, as evidenced by the assign­
ment recorded at this office in 1913 
in favor of Jennie L. Brainard, be 
transferred to the City Bank Trust 
Company, the enclosed form of as­
signment should be executed by 
said Jennie L. Brainard and dupli­
cate thereof forwarded to this 
office for our records and files mak­
ing specific reference hereto.
“ ‘ This policy was issued for 
$2,000 and has been pledged to the 
Society as of June, 1918, to secure 
a loan of $699.’
“ The above is by no means a 
poor letter. The thought is set 
forth clearly and logically. It 
might be lightened a bit, though, in 
style, as follows:
“‘We have received your letter 
of April 3rd enclosing a duplicate 
assignment, executed on the same 
date by Jennie L. Brainard in favor 
of the City Bank Trust Company, 
to secure a loan of $500. We are 
sorry to have to send back the as­
signment in order that the policy 
numbers may be clearly filled in. 
As soon as this is done and the cor­
rected assignment is returned to us, 
we will file it and note its contents 
on our records.
“ ‘ As regards the matter of making 
payment, a policy assigned as 
security payment is generally made 
jointly to the assignee and to the 
beneficiary named in the policy. If, 
therefore, the full title of this 
policy, as shown by the assignment, 
received at this office in 1913, in 
favor of Jennie L. Brainard, is to 
be transferred to the City Bank 
Trust Company, Jennie L. Brainard 
should execute the enclosed form
Good-will
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of assignment and forward a dupli­
cate to us.’
“ Here is a third letter:
“ ‘ In going over our dividend ac­
counts recently, we very much re­
gret to find that an error was made 
in allowing you an annual dividend 
of $217, for February 10, 1919, 
under term policy No. 1744,213, and 
in crediting this amount in reduc­
tion of the cost of exchanging said 
term policy for ordinary life policy 
No. 2399,448.
“ ‘Presumably, on account of your 
insurance age changing on Decem­
ber 4th, the ordinary life policy was 
issued at your request, with regis­
ter date December 1, 1918, at the 
premium for age forty-eight, and 
at the same time a request was 
made to cancel the term insurance 
as of that date, with allowance of 
unearned premium from December 
1, 1918, to February 10, 1919,
amounting to $1,064.75. Your re­
quest was granted by the Society 
and the said sum of $1,064.75 was 
applied to reduce the cost of ex­
change. There was also allowed 
you an exchange value of $217, as 
provided by the conditions of the 
term policy.
“ ‘ When the Society refunded you 
the premium for the period from 
December 1, 1918, to February 10, 
1919, this, of course, left the 
Society with less than a full year’s 
premium for the insurance year ter­
minating February 10, 1919. This 
refund had the effect of cancelling 
the dividend for the said insurance 
year, but through an oversight, for 
which we are very sorry, this divi­
dend was allowed in the change 
transaction. Dividends are, of 
course, not due and payable unless 
the full year’s premium has been 
paid.
“ ‘ The Society is very sorry in­
deed that this error should have 
occurred. Not only because it 
strives especially toward accuracy 
in all its transactions, but also be­
cause it appreciates that you are a 
prominent business man, probably 
very much absorbed in your busi­
ness, and that it is consequently 
more or less annoying to you to re­
view the details of a transaction 
which you had believed satisfac­
torily adjusted.
“ ‘An error of the above kind is 
very unusual, but when it occurs, 
it is just as likely to be in favor of 
the policy-holder as against him. 
Where it is in favor of the policy­
holder, the Society promptly apolo­
gizes and makes good the defi­
ciency. When the situation is 
reversed, policy-holders are equally
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prepared to make good any over­
payment when the matter is brought 
to their attention. Feeling that, in 
view of the mutual character of the 
business of the Society, they would 
not care to have their fellow mem­
bers stand the loss.
“ ‘ Under the circumstances, we 
would not offend you by asking you 
to remit the overpayment of $217 
to the Society. We know from 
your standing in the business com­
munity that you can be depended 
upon at all times to do just the 
right thing by everybody.’
“ This letter is a masterpiece 
from a psychological point of view. 
You have made a mistake, and 
acknowledge it frankly. While you 
do not directly say that the person 
you are writing to should remit the 
$2x7, yet you place him in such a 
position that he is practically com­
pelled to send you that amount. I 
know if I were this particular man, 
I should feel it necessary to remit 
the amount. When your letter pro­
duces this kind of reaction, it is the 
best kind of letter that can be 
written. It is, therefore, a good 
letter with which to end our dis­
cussion.”
JAMES J. HASTINGS, a member 
of the Accounting faculty of Pace 
Institute, New York, has recently 
established a professional Account­
ancy firm under the name of J. J. 
Hastings & Company, accountants 
and auditors, 51 East 42nd street, 
New York City. Mr. Hastings was 
formerly Government auditor for 
the Army Supply Base, Brooklyn, 
New York.
RANDALL M. FIELD, C. P. A. 
(N. Y.), has resumed his profes­
sional duties on the accountancy 
staff of Price, Waterhouse & Com­
pany, New York, after a two years’ 
service in the Army, with the Ar­
tillery Brigade of the Seventy- 
seventh Division, New York. It 
will be remembered that this Divi­
sion made a splendid record in the 
Argonne fighting and elsewhere in 
France. Mr. Field, as Sergeant- 
Major, was in the thick of the fight­
ing during his service abroad. Mr. 
Field is a valued member of the Ac­
counting faculty, Pace Institute, 
New York.
THE Guaranty Trust Company of New York is one of the latest progressive business 
concerns to organize a comprehen­
sive program of educational de­
velopment for its employees. The 
basic idea behind the Guaranty’s 
educational plan is that, be­
cause of its need of trained men 
and women for advancement to 
positions of executive importance, 
“ every officer and every employee 
should be constantly growing, and 
upon this growth in knowledge and 
power depend both the welfare of 
the individual and the whole suc­
cess of the company.”
While in the past it has been 
necessary for the company to add 
executives to its personnel from 
outside organizations, the desire of 
the company is to fill as many of 
its important positions as possible 
with men and women who have won 
promotion from within its own 
ranks. With this purpose in view, 
one of the most important plans of 
the new educational department 
consists in the selection, from va­
rious parts of the bank, of a group 
of employees “ who will be given a 
special course of training in the 
work of all the more important de­
partments of the Company, and who 
will be given other facilities for 
broadening their knowledge of fi­
nance and business.” The purpose 
of this very sensible arrangement 
is, of course, to provide a flow of 
men and women qualified for broad- 
gauged executive duties.
Another important aspect of the 
Guaranty’s educational plan con­
sists in a modification of the 
method employed heretofore in 
dealing with new employees. For­
merly, it was the custom to assign 
them to the work of one department 
only, with the idea of having them 
gradually develop in usefulness in 
connection with the work of that 
particular department. It is now 
the plan to put into effect a modifi­
cation of the rotation method of 
employment; that is, a great many 
of the newly employed men and 
women will be rotated from one de­
partment to another in order to 
help them to develop a fairly broad 
perspective of the workings of the 
bank as a whole, in terms of its cor­
related departments. It is believed 
—and with reason—that this plan 
will counteract the tendency toward 
narrowness of view-point and 
understanding, which unfortunately 
grows out of what has been aptly 
termed the “ departmentalization ” 
of employees of large business en­
terprises.
Another
Organi­
zation’s
Edu­
cational
Plan
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In addition to doing the fore­
going, the Educational Department 
also plans to make provision for in­
struction in certain broad subjects 
which are related to the affairs of 
the Company—such subjects as 
domestic banking, foreign banking 
and exchange, credit and invest­
ments, business English, and for­
eign languages. In this connection, 
it is worth noting that advice and 
suggestions will be given as to sys­
tematic courses of study which are 
offered by various educational in­
stitutions.
The educational work is under 
the direct supervision of Mr. Wal­
ter Adriance, who was formerly 
professor of Economics and Bank­
ing at Princeton University. Dur­
ing the early part of the war, Mr. 
Adriance served as director of the 
Bureau of Research, which was the 
official statistical organization of 
the War Trade Board. Later, Mr. 
Adriance entered the Army service 
as a major in the general staff, re­
maining until May of the present 
year.
In view of the thorough and sys­
tematic way in which Mr. Adriance 
has been studying the needs and 
conditions of the Guaranty Trust 
Company, and in view of the sym­
pathetic attitude of the officers and 
directors of the Company toward 
educational work, there is every 
reason to believe that the educa­
tional program which is now being 
organized will produce most satis­
factory results.
Studying
Eco­
nomics
A captain may be very expert in the mechanical operation of his ship and yet be a 
failure as a mariner. To know a 
ship from bow to stern, from mast 
to keel, to understand the running 
of her engines, the working of all 
the instruments, and the proper 
loading of her cargoes—all this is 
not enough. Outside his ship, the 
mariner must know the signs of sea 
and sky, channels, tides, and shoals. 
Every day he must take his bear­
ings from the stars and the sun, and 
calculate his position in relation to 
dangerous localities and his des­
tination. If he lacks any part of 
this broad knowledge, he may easily 
lose his course and place his ship in 
serious danger.
A man responsible for the guid­
ance of a business organization is 
in very much the same position as 
the mariner. He may know the or­
ganization from A to Z, from top 
to bottom, inside and out. Yet he 
may fail to guide his ship to its 
proper port—Maximum Profit. He
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may arrive several points off his 
course, perhaps at Fair Profit. Or 
he may wreck the ship on the shoals 
of Failure.
It is in the sea of Economic Con­
ditions that the business organiza­
tion must set forth. A business man’s 
knowledge of the economic princi­
ples that underlie modern industry 
is like a mariner’s knowledge of the 
sea. It will enable him to steer 
a straight course and avoid many 
dangers. Without it, a complete 
grasp of the details of operation 
may not lead to success. A thorough 
knowledge of his goods, his office 
or factory methods, the manage­
ment of subordinates, accounting 
procedures—all of these are essen­
tial to success. But they are not 
enough. In the broader field of 
economics, the modern business 
man must understand the laws gov­
erning supply and demand, the re­
lation of his organization to the 
markets and of the Government to 
both, the correct basis of capitaliza­
tion and use of capital, the laws of 
value and price, money and credit, 
principles of home and foreign 
trade, domestic and foreign ex­
change, and many other factors of 
growing importance. There are 
channels and shoals. He must 
know them all.
It is for this reason that business 
leaders are life-long students of 
economics. They understand eco­
nomic principles, and are thereby 
enabled to estimate properly the 
influence of current events and the 
“signs of the times.” All students 
of economics are not great business 
men, but all great business men are 
students of economics.
Of course, some one has to stay 
down in the engine-room of the 
ship. But the captain on the bridge 
is the one who understands the 
signs of the sea. When he was a 
subordinate, he studied the maps 
and charts, the winds, the tides, and 
the stars. That’s why he’s captain 
now.
LIEUT. CARL T. HATCH, former 
Pace student, was in the thick of 
the fighting in France, and for his 
gallant conduct in the Meuse-Ar­
gonne drive of September 26th, 1918, 
was awarded the Distinguished Ser­
vice Cross. In this engagement, 
Lieut. Hatch was severely wounded 
in both knees, and since that time he 
has been confined to various Army
hospitals, where he has been oper­
ated on several times. According 
to a letter recently received from 
Lieut. Hatch, he expects to be dis­
charged shortly from General Hos­
pital No. Two, Fort McHenry, 
Baltimore, Md. His war record is 
certainly one of which his many 
friends are supremely proud.
NOTICE—The article by E. S. 
Thomas, Esq., C.P.A., on “An­
nuities,” which was to appear in 
this issue of The Pace Student will 
appear in a later issue.
L. K. WATKINS, C.P.A. (N. Y.), 
a graduate of the Buffalo School of 
Accountancy (Pace Courses), has 
removed his offices for the public 
practice of accounting and auditing 
from 916 Mutual Life Building to 
larger quarters at 306 Liberty 
Building, 15 West Swan Street, 
Buffalo, New York. Mr. Watkins 
also announces the addition to his 
permanent staff of Robert G. Sever­
ance, recently senior accountant 
with Scovell, Wellington & Com­
pany, New York.
THE Board of Education of the District of Columbia has ac­cepted the offer of scholar­
ships to be awarded by Pace In­
stitute, Washington, to one student 
in the graduating class of each of 
the following Washington High 
Schools: Central, Eastern, West­
ern, McKinley, and Business. It is 
evident, therefore, that the educa­
tional relation between Pace In­
stitute, Washington, and the various 
high schools of the city will hence­
forth be intimately cooperative.
THE Fifth Annual Dinner of the affiliated schools con­ducting Pace Standardized 
Courses in New York City will be 
held at the Hotel Astor on Satur­
day evening, December 27th. While 
it is too early to announce the 
names of the speakers or the nature 
of the program, it can be said that 
this affair is confidently expected to 
surpass the highly successful din­
ners given in previous years. Dress 
will be informal and ladies will be 
more than welcome. A program of 
dancing to follow the dinner has 
been arranged. While a tentative 
limit of fifteen hundred has been 
set on the attendance, present in­
dications are that the total of those 
present will exceed this figure and 
probably run close to two thousand.
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The Pace Organization
educates men and women
everywhere in the Science of
Accountancy and Business Administration
— develops in them a market value as professional 
accountants, auditors, cost analysts, controllers, and financial ex­
ecutives—equips them for post-war demands, opportunities, rewards.
The Pace Courses—standardized, accredited, developmental 
Courses—are continuously available in day and evening classes at 
Pace Institute, Washington, Boston, and New York, and by Exten­
sion through the mails.
Pace Extension—You are privileged to test out the Extension 
Course as to content and methods of teaching by means of a 
month’s trial instruction for $7, without any obligation whatsoever 
to continue.
Send for descriptive Bulletin (specifying either Extension or 
Resident) and for a complimentary copy of “Your Post-War 
Opportunity,” a 20-page booklet which gives a timely survey of 
post-war demands and opportunities for Accountancy-educated 
men and women.
Pace & Pace
WASHINGTON 
1004 F Street, N.W.
NEW YORK 
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